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Abstract

This thesis is conducted under the background of mandatory disclosure of
internal control report. Utilizing a sample of listed stocks traded in Shanghai and
Shenzhen Stock Exchange from 2012-2014, the thesis empirically investigates the
relation between internal control deficiencies (ICD) and earnings informativeness. In
accordance with level of earnings quality, we thereby make a distinction between
firms with high accruals and low accruals, firms audited by top10 companies and
non-bigl0 companies, and firms with fewer analysts following and more analysts
following in our further tests.

The empirical results show that disclosure of ICD does reduce earnings response
coefficient (ERC). Furthermore, this relation is connected with earnings quality. In
firms with lower discretionary accruals, more analysts following or firms audited by
top 10 auditing companies, mitigating effect of ICD on ERC is significantly alleviated.
These results hold when ICD firms are matched by adopting propensity score
matching approach (PSM).

Key words: Internal control deficiencies (ICD); Earnings quality; ERC
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PAZZ IR AT AN @ A5 — R P 55 S e R Ay 3 k2, S E T 2002 E 4
A7 T EPHE R (Sarbanes—Oxley Act). JLHIAZREE 302 % (SOX302) K -
A W) B 0] N BB ) K-F BT B IRPN IR 48R 28 404 2% (SOX404) EK
HMER S THIT L St I A B 45 s ) N SRR ) 1 FRVE O R S 24T T IR
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